





























Elevate’s analytics platform epitomizes the challenges that Al and ML create. The amount of information
is vast, decision-making is not linear, weights are dynamic, and models change over time. To make it
more difficult, decisions occur in seconds and without human review.

The guidance should state how bank partners will be held accountable to verify that these models are not
biased against protected classes, that the models have been optimized not just for accuracy but also
faimess, and that adverse action notices describe the reasons that resulted in an adverse decision. For
example, the guidance could instruct banks on suitable pre and post-hoc methods for monitoring the
systems used by their third-party relationships and standards for training methods and appropriate
demographic makeups of training data sets.

The guidance should state how bank partners will be held accountable to verify that these models are not
biased against protected classes, that the models have been optimized not just for accuracy but also
fairness, and that adverse action notices describe the reasons that resulted in an adverse decision. For
example, the guidance could instruct banks on suitable pre and post-hoc methods for monitoring the
systems used by their third-party relationships and standards for training methods and appropriate
demographic makeups of training data sets.

h) The guidance should state that models that are not explainable have heightened risks for
discriminatory impacts.

Increasingly, third-party relationships involving lending are made through digital channels (online and
mobile). The emerging models rely heavily on artificial intelligence (Al) and machine learning (ML) to
provide instantaneous underwriting decisions and incorporate many variables, including alternative data.
The guidance should include expectations for ensuring that decisions are explainable.

The Agencies should develop transparent systems for monitoring the use of algorithmic tools. Necessary
steps include: Requiring lenders to use explainable models or to use explainability techniques that can
accurately describe the reasons for a decision made by an Al model. The Agencies should staff and invest
in testing models for explainability, including tests for explainability among different demographic
groups.

e To fulfill the purpose of adverse-action notices, the CFPB should reconsider the content and form
of adverse-action notices. The Agencies should require lenders only to use data elements that
would give turned-down applicants the agency to improve their creditworthiness.

¢ The Agencies should address how consumers can resolve instances where lenders used incorrect
data to evaluate applicants for creditworthiness.

e The Agencies should supervise and take enforcement action where lenders cannot demonstrate
they have effectively performed disparate impact analysis of their use of Al and alternative data,
including that provided by third parties. The Agencies should clarify that all financial institutions
are accountable for ensuring a robust CMS that includes rigorous evaluations of their use of Al
and alternative data.

i) Relationships that permit data aggregators to access customer information should be defined as a
business arrangement, regardless of how it obtains the information.

Many banks have agreements with data aggregators. With the permission of a consumer, these companies
can gain access to a consumer’s bank account. Data aggregators may use automated programming
interfaces (APIs) or screen scraping to access account information. Screen scraping is an older
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